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What Is The Personnel Policies Forum? 





White Collar Report 





The Editors of The Bureau of National Affairs have invited 
representative personnel and industrial relations executives to 
become members of the 1957 Panel of the PERSONNEL POLI- 
CIES FORUM. These panel members ore top personnel officials 
in all types of companies, large and small, in all branches of 
industry and all sections of the country. 

At regular intervals throughout the year BNA editors ask the 
members of the Panel to outline their policies and procedures on 
some important aspect of employment, industrial relations, and 
personnel problems. From these replies, the editors complete a 
survey report on the problem, showing prevailing practices, new reports: 


Labor Relations Reporter 


ranking executives. 


Labor Policy and Practice 
Retail Labor Report 


wrinkles and ideas, and cross-section opinion from these top- 


In many cases, the comments, suggestions, and discussions 
are reproduced in the words of the Panel members themselves. 
In effect, survey users are sitting around a table with these 
executives and getting their advice and experience on the major 
problems in this field facing all companies this year. 

Results of each PERSONNEL POLICIES FORUM survey 
made during 1957 are printed in a special survey report which 
is sent, as part of the service, to users of these BNA labor 


Daily Labor Report 
Services Labor Report 








ARIZONA — W. J. Uren, Phelps Dodge Corp. 


ARKANSAS — Paul E. Garrett, Harding Glass Co.; 
Leslie Grady, Westinghouse Electric Corp. 


— ae — Scott F. Albright, National Supply 
G. E. Balsley, Kaiser Steel Corp.; R. W. 
Fig Jr., A. Teichert & Son, Inc.; H. L. Burns, 
Carbide & ‘Carbon Chemicals Co.; Tohn B. Clark, 
Northrop Aircraft, Inc.; J. E. Crim, Upited States 
Rubber Co.; L.J. Dellwig, Blake-Moffitt & Towne; 
Scott J. Dow, Jr., The Owl Drug Co.; S. V. 
Herring, F.W. Woolworth Co.; Peter Jacobsen, 
Utah Construction Co.; D. A. Jones, Bemis Bro. 
Bag Co.; Frank P. Melograno, The Ramo-Wool- 
dridge Corp.; Robert P. Miller, Exchange Orange 
Products Co.; W. M. Mummert, Preco, Inc.; M.R. 
Neison, General Iron Works Co.; Eugene M. 
Purver, Columbia Broadcasting System, er 
James S. Reed, Clary Corp.; P. D. Reilan 
_ e Lock Co.; F. W. Salyer, Collins maa 
OH. Specht, Calcor Corp.; R. C. Thumann, 
Fibvetonsd Paper Products Corp.; Robert H. 
Williams, General Metals Corp.; Ralph Woolpert, 
Thrifty Drug Stores Co., Inc. 


CONNECTICUT — R. B. Chappell, Jr., General 
Dynamics Corp.; Robert D. Filon, Hartford Na- 
tional Bank & Trust Co.; Kenneth Fitch, Anemo- 
stat Corp. of America; N.L. Greer, The Connec- 
ticut Light & Power Co.; A. J. Safstrom, Whitney 
Chain Co. 


DISTRICT OF COLUMBIA — /. Ridge Hicks, Hot 
Shoppes, Inc. 


FLORIDA — Zack A. Cullens, Graham Aviation 
Div. of Pittsburgh Institute of Aeronautics; G.V. 
Crawford, Florida Power & Light Co.; H. Edward 
Partridge, Jno. H. Swisher & Sons, Inc. 


GEORGIA — Glenn H. Booth, Southern Bell Tele- 
phone & Telegraph Co. 


ILLINOIS — L. W. Hesse, Keystone Steel & Wire 
Co.; Perry B. Hoagland, Illinois Bell Telephone 
Co.; Fenton W. Holm, Corn Products Refining 
Co.; E. A. Imhoff, Chicago Transit Authority; 
L. B. King, Caterpillar Tractor Co.; Emil J. Koe, 
Illinois Tool Works; R. C. Leitner, Libby, Mc- 
neill & Libby; Donald G. Longer, Hyster Co.; 
E. A. Michaelsen, Deere & Co.; John Paisios, 
Inland Steel Container Co.; Richard C. Scheidt, 
Montgomery Ward & Co.; R. V. Seaman, Jr., Ameri- 
can Hospital Supply Corp.; ; Mark Shanaberger, 
Sylvania Electric Products, Inc.; Kenneth E. 
Swanson, American Rivet Co., Inc.; James Y. 
Watson, Vulcan Mold & Iron Co. 


INDIANA — J. H. Barnes, Indiana & Michigan 
Electric Co.; J. P. Bell, Radio Materials Corp.; 
H. G. Counsman, General Telephone Co. of Indi- 
ana, Inc.; Robert J. Finnan, Wayne Works, Inc.; 
E. J. Gray, Studebaker-Packard Corp.; M. J: 
Noonan, International Furnit Div. of Sch i 
Corp. 


KANSAS — Leonard F. Banowetz, The Coleman 
Co., Inc.; John Siemens, The O. A. Sutton Corp.; 
Ralph J. Tumer, Cooperative Farm Chemicals 
Assn. 


KENTUCKY — Harold H. Wegman, Bavarian Brew- 
ing Co.; D.C. Wester, Kentucky Utilities Co. 


LOUISIANA — E. C. Smith, Cabot Carbon Co. 
MAINE — T. N. Karlen, The Scott Paper Co. 


MARYLAND — C. E. Crowley, The Glenn L. Martin 
Co.; Barry A. French, Gunther Brewing Co.; 
Noel Murray, Flight Refueling, se J. Fred 
Ogburn, McCormick & Co., Inc.; D. R. Statter, 
Vitro Corp. of America; C. Howard Timanus, 
The Lord Baltimore Press. 





The 1957 Panel 


MASSACHUSETTS — G. S. Bennett, Boston Gear 


Works; Edward W. Eidt, Reed-Prentice Corp.; 
C. A, Gagne, Hayward-Schuster Woolen Mills, 
Inc.; P. J. Killelea, Boston Gas Co.; J. F. 
Leverone, B. F. Goodrich Footwear & Flooring 
Co.; John B. Phelon, Smith & Wesson, Inc.; 
Fred E. Winchester, Negea Service Corp. of New 
England Gas & Electric System. 


MICHIGAN — E. T. Ballard, Douglas & Lomason 

Co.; John P. Campbell, Acme Industries, Inc.; 
H. N. Casselman, Hygrade Food Products Corp.; 
Robert E. Drury, Redmond Company, Inc.; R.T. 
Gamble, Kalamazoo Div. of New York Air Brake 
Co.; Rex W. Grabill, Ferry-Morse Seed — 
R. J. MacIntyre, A ic Musical |, 
Inc.; Irvin L. Malcolm, The J. L. Hudson Co.; : 
Charles L. Palms, Jr., Bundy Tubing Co.; S. J. 
Rozema, Campbell Ewald Co.; J. W. rauernichs, 
Fruehauf Trailer Co. 





MINNESOTA — Glenn J. Ayres, Northwest Paper 
Co.; Robert A. Ebert, Northwest Airlines; H. H. 
Nowicki, Intemational Milling Co.; Frank E. 
Schiel, Super Valu Stores, Inc. 


MISSOURI — M. R. Anderson, Missouri Portland 
Cement Co.; Merwin L. Anderson, The Puritan 
Compressed Gas Corp.; F. T. Bastman, Famous- 
Barr Co.; W. H. Berner, Jr., Western Auto Supply 
Co.; J. C. Jenkins, Hussmann Refrigerator Co.; 
R. D. McGee, Walsh Refractories Corp.; E. L. 
Ramsey, Laclede Gas Co. 


NEBRASKA — P. A. Gass, Northern Natural Gas 
Co. 


NEW JERSEY — C. L. Batchelor, Hanson-Van 
Winkle-Munning Co.; P. Certo, Emerson Radio 
and Phonograph Co.; Robert E. Chasen, Federal 
Telephone and Radio Co.; H. C. Lundquisg, 
White Laboratories, Inc.; Harold H. Morris, Dia- 
mond Bros.; Thomas M. Zollo, Magor Car Corp. 


NEW YORK — Howard Clark, West Virginia Pulp & 
Paper Co.; Harold L. Colvin, Nestle Co., Inc.; 
T. Lawrence Cronin, Jr.; Greer Hydraulics, Inc.; 
J. V. Davis, Morse Chain Co.; Asa B. Davis, 
J. P. Morgan & Co.; A. Di Pasquale, American 
Airlines; John D. Foster, Port of New York Au- 
thority; Karl K. Gleeson, Foster Wheeler Corp.; 
Walter G. Graham, Clark Bros. Co.; J. Mitchell 
Graubard, Bache & Co.; G. A. Jackson, Electro- 
Mec Laboratory, Inc.; J. R. Jansen, Cities Serv- 
ice Co., Inc.; Donald S. Jones, Scintilla Div. of 
Bendix Aviation Corp.; F. E. Kirst, Orangeburg 
Manufacturing Co., Inc.; Franklin W. Loeb, 
Austenal, Inc.; A. J. May, The Sheridan Iron 
Works, Inc.; G. A. McLellan, Olin Mathieson 
Chemical Corp.; James P. McNamara, Bell Air- 
crafe Corp.; J. F. O'Neill, Chemical Construction 
Corp.; F. W. Ortman, Jr., Natl. Aniline Div. of 
Allied Chem. & Dye Corp.; David S. Peiffer, 
Avon Products, Inc.; Frank F. Randall, Mer- 
chants Refrigerating Co.; Edward C. Redden, 
Barcalo Manufacturing Co.; James E. Rice, 
Kensico Tube Co., Inc.; Edward A. Robie, Equi- 
table Life Assurance Society; Robert W. Rogers, 
Union News Co.; Bert C. Sanders, Shulton, Inc.; 
C. E. Schaefer, Burns & Roe, Inc.; Richard 
Schuttenhelm, McKesson & Robbins, Inc.; A. J. 
Schwartz, Roch Teleph Corp.; T. T. 
Scudder, "Tt, McCall Corp.; ee, Skeele, Grace 
Line; John i. Slagle, Jackson and Perkins Co.; 
John S. Stewart, Lederle Laboratories Div. of 
American Cyanamid Co.; L. R. Strole, Natl. Lead 
Co.; W. G. Tuttle, American Bosch Arma Corp.; 
E. J. Wendt, Sinclair Oil Co.; J. L. Wilcox, The 
Western Union Telegraph Co. 





NORTH CAROLINA —Kenneth Austin, Duke Power 
Co.; John M. Barnes, Canton Div. of The Cham- 
pion Paper & Fibre Co.; Claude Frederick, Hanes 
Hosiery Mills Co.; John A. Moore, The Dayton 
Rubber Co.; William M. Shuford, The Gorham 
Manufacturing Co. 


OHIO — G. A. Beatty, Ohio Power Co.; M. A. 
Bendik, The Colson Corp.; H. A. Black, The 
Mead Corp.; Jack E. Wiedemer, Gibson Art 
Co.; H. P. Connare, Ferro Corp.; Palmer C. 
Dolph, The Ohio Boxboard Co.; A. P. Goohs, 
The Thew Shovel Co.; L. S. Hedgecock, The 
Ohio Bell Telephone Co.; S. E. Johnson, Jr., 
The Cooper-Bessemer Corp.; Loren R. Lunsford, 
The Jaeger Machine Co.; 0. H. Menke, Hobart 
Brothers Co.; R. G. Milne, Toledo Div. of Dana 
Corp.; James B. Moore, Whirlpool-Seeger Corp.; 
C. H. McCormick, The F.C. Russell Co.; M. H. 
McMillan, Ohio Valley Electric Corp.; P. CG. 
Robinson, The Electric Auto-Lite Co.; Wm. C. 
Sherer, Schultz Die Casting Co.; T. J. Travers, 
Commercial Shearing & Stamping Co. 


OKLAHOMA — Leon T. Russell, Service Pipe Line 
Co. 


OREGON — Neil R. Broady, Consolidated Freight- 
ways, Inc.; R. B. Gibson, Fred Meyer, Inc. 


PENNSYLVANIA — Blayney J. Barton, American 
Stores Co.; C. M. Bolds, Kelsey-Hayes Wheel 
Co.; Ross C. Cibella, Hagan Corp.; G. E. Day, 
A.M. Byers Co.; R. F. Dean, Rockwell Mfg. Co.; 
Harriet Ehrhart, Kingston Cake Co., Inc.; A. J. 
Lingenfelter, Colonial Steel Div. of Vanadium 
Alloys Steel Co.; R. James Lotz, Jr., Downing- 
town Paper Co.; David McMullin, John Wana- 
maker, Inc.; Sidney H. Paige, Crucible Steel Co. 
of America; William S. Reid, Philip Carey Manu- 
facturing Co.; Andrew Roskos, Penn Fruit Co.; 
Jane Roth, Aircraft Marine Products, Inc.; H. A. 
Vernet, Jr.; Hershey Chocolate Corp.; A. B. 
Walton, Textile Products Div. of Owens-Corning 
Fiberglas Corp.; R. G. Weber, Ajax ron Works; 
R. L. Woodruff, Jr., Tapco Div. of Thompson 
Products, Inc. 


RHODE ISLAND — Robert E. Stadelman, Respro 
Div. of The General Tire & Rubber Co. 


SOUTH CAROLINA — R. M. Frew, Pacific Colum- 
bia Mills, Inc. 


TEXAS — Walter E. Forry, Pan American Petroleum 
Corp.; W. O. McCarthy, Well Equipment Manufac- 
turing Corp.; L. C. Menius, East Texas Pulp & 
Paper Co.; F. S. Morrow, British-American Oil 
Producing Co.; J. N. Mulloy, Plastics Div. of 
Monsanto Chemical Co.; Tom N. Sewell, Texas 
Power & Light Co.; Gordon D. Watson, Schlum- 
berger Well Surveying Corp. 


UTAH — Howard B. Gundersen, Utah Copper Div. 
of Kennecott Copper Corp. 


VIRGINIA — Mrs. J. T. Lafrank, Melpar, Inc., Div. 
of Westinghouse Air Brake Co. 


WASHINGTON — A. F. Miltner, Kaiser Aluminum & 
Chemical Corp.; Peter Piper, The Washington 
Water Power Co.; C.W. Sherman, The Seattle 
Times; George W. Torrence, Weyerhaeuser Tim- 
ber Co. 


WEST VIRGINIA — ¥. R. Johnston, Wheeling Ma- 
chine Products Co.; Paul L. Styles, Sterling 
Faucet Co. 


WISCONSIN — C. R. Geisler, Marathon Corp.; /. F. 
Hegerich, Louis Allis Co.; L. Clair Johnson, 
Dairyland Power Cooperative. 
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INTRODUCTION 


This survey, fourth in the 1957 Personnel Policies Forum series, encompasses the principal ways 
in which executives are compensated for their services. It is based on data submitted by 50 companies. 


Base salaries covering 10 different executive positions were reported by a number of Forum members, 
Salaries of top policy-making executives range from a low of $16, 200 to a high of $175,000, with an 
average (median) of $60,000 in larger companies and $26,500 in smaller firms, Other median salaries 
reported cover top line executives ($30,000 in larger firms, $15,000 in smaller ones), top sales executives 
($22, 000 and $15,000), top accounting executives ($20,000 and $11,000), and top personnel -industrial 


relations executives ($16,094 and $9,800). Salary figures were also submitted for the highest and lowest 
executives in these categories. 


Pension plans covering executives are found in 88 percent of larger companies and 61 percent of 
smaller firms, These plans are contributory in roughly half the larger and a fourth of the smaller firms. 


On the average, an executive receives retirement benefits equal to 40 percent of his total annual compen- 
sation at the time of retirement, 


Executive bonus plans are carried on in 44 percent of companies represented in the Forum. In about 
half of the companies with such plans, all executives are eligible for bonuses. In the remaining firms, 
bonuses are generally given only to officers and plant or branch managers, On the average, such bonuses 


make up 20 percent of an executive's annual pay in larger companies and between 10 and 15 percent in 
smaller firms, 


Stock option programs for executives are conducted by a third of larger firms and a sixth of smaller 
ones, Most of these companies limit the number of shares that can be offered to the executive group 
as a whole, as well as to individual executives. In most cases, an executive can buy the company stock 
at 95 percent of the market price and is given from five to 10 years to pay for it. 


Profit-sharing plans for executives are in effect in 38 percent of larger firms and 56 percent of 
smaller ones, A number of these plans are combined with pension plans, while a few others are tied in 
with savings plans. The amount of profit sharing is generally a percentage of net profits. (Deferred 
compensation not related to a profit sharing plan is offered by just a handful of companies on the Forum.) 


Group life insurance plans for executives are found in 91 percent of larger companies and 94 percent 
of smaller firms, The maximum amount of group life insurance provided to executives, as reported by 
Panel members, is $20,000 on the average (median) in larger firms and $12,500 in smaller ones, 


Special privileges accorded executives include expense accounts (in 72 percent of larger and 78 per- 
cent of smaller firms), use of company-owned cars (in 47 percent of larger and 33 percent of smaller 


1 








2 EXECUTIVE COMPENSATION 





companies), and purchase of social club memberships (in 47 percent of larger companies and 39 percent 
of smaller ones), 


In a final poll of opinion, Panel members were asked what they believe are the most effective ways 
of offsetting the "tax bite" on executive compensation. Methods suggested most frequently include 
deferred compensation, group life insurance, retirement plans, and stock option plans. 


(In the preceding paragraphs and in the more detailed discussion that follows, "smaller" company 
refers to one with 1,000 or fewer employees, while "larger'' company refers to one with over 1,000 
employees.) 

EXECUTIVE TITLES 


Panel members were asked to designate the exact titles applying to ten executive positions in their 
respective companies, Their replies are summarized in the following paragraphs. 


Top Policy-Making Executive 





The highest policy-making executive in over two thirds of companies is called the president. Other 
titles used to designate this position include executive director, executive vice president, and general 
manager. In some companies, the title indicates that several functions have been combined; for example, 
president & general manager; vice president & works manager; president-treasurer; and chairman of the 
board, president, & general manager. 


Line Production Executives 





The top line production executive is a vice president in some two thirds of larger companies and one 
third of smaller firms. He is often described as the executive vice president, vice president in charge 
of manufacturing, or vice president & general manager. In roughly another third of smaller firms the 
top line job is held by the factory superintendent. In the remaining companies the position often is called 
production director, manufacturing manager, or works manager. 


The “average" line production executive has the title of superintendent in a fourth of larger companies 
and nine tenths of smaller ones. In another two fifths of larger firms this position is given as general 
manager, district manager, or factory manager. Other names for the job include department head and 
chief engineer, 


The lowest line production executive is most commonly a superintendent or assistant superintendent; 
these titles apply in over a fourth of larger firms and a half of smaller ones. Other titles used at this 
level include supervisor and general foreman. 


Sales Executives 





The top sales executive in most companies is called either sales manager (or director) or vice- 
president in charge of sales. In a few companies, this executive is called sales coordinator, marketing 
director, or selling agent. 


The lowest sales executive's title shows a great deal of variety among different companies. Some 
of the titles used for this position include assistant sales manager, regional sales manager, retail sales 
manager, and manager of sales planning. 


Accounting Executives 





The highest accounting executive has the title of controller in over half the larger companies and a 
third of the smaller ones. In most of the remaining companies this executive is called the treasurer, 
treasurer-controller, or secretary-treasurer. 


The lowest accounting executive is often called accounting supervisor or director. Other titles 
applying to this position include assistant controller, assistant treasurer, and accountant, 
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EXECUTIVE TITLES 





Personnel-Industrial Relations Executives 





The top personnel-industrial relations (P-IR) executive in some three tenths of larger companies 
has vice-presidential status--for instance, vice president, personnel; vice president, personnel & 
industrial relations; or vice president, industrial relations. In roughly two fifths of larger firms and 
three fifths of smaller ones the top P-IR man is called the personnel manager, personnel director, or 
some variation, such as director of personnel and labor relations. In another three tenths of larger 
companies and one sixth of smaller firms the P-IR function is headed by an industrial relations manager 


or director. Other titles reported include plant staff manager, employment manager, and employee 
relations manager. 


A wide variety of titles are used to designate the lowest P-IR executive in different companies. The 
most commonly used title is employment manager; other titles include assistant personnel director, 
employment & safety supervisor, and personnel assistant. 


BASE SALARIES 


Panel members were asked to report their estimates of annual base salaries (excluding bonuses) of 
10 executives in their respective firms. The information submitted is summarized in the table below. 














Larger Companies smaller Companies 
No. 0 R. No, of R 

Executive Cos, Low High Median Cos, Low High Median 
top policy-making 20 $24,000 $175,000 $60,000 12 $16,200 $50,000 $26,500 
top line production 19 10, 200 100, 000 30, 000 13 10,000 32,500 15,000 
“average" line 

production 17 6,000 27, 000 12,500 10 7,200 20,000 11,000 
lowest line production 16 4,750 15,000 9, 100 7 6,540 18,000 9,600 
top sales 19 9,300 60,000 22, 000 10 7,500 28,000 15,000 
lowest sales 14 4, 800 20, 000 9,300 6 8,000 15,000 9,000 
top accounting 20 9, 300 35, 000 20, 000 13 6,600 20,000 11,000 
lowest accounting 15 5,400 12,500 9, 120 7 6,240 14,000 9,000 
top personnel- 

industrial relations 20 9,300 31,200 16,094 12 7,800 20,000 9,800 
lowest personnel- 

industrial relations 16 4,800 13,500 7, 260 4 4,600 8,000 6,125 





PENSION PLANS 


Executives are covered by pension plans in 88 percent of larger companies and 61 percent of smaller 


firms represented on the Forum. (A few of these plans are combined pension and deferred profit-sharing 
plans.) 


Contribution Rates 





Pension plans are contributory in 46 percent of the larger and 27 percent of the smaller companies 
having such plans, 


The rates at which executives contribute to their own pension funds show a great deal of variety. 


Some are a percentage of the total salary; others are a percentage of salary over a certain amount; and 
still others are a total of different percentages of different segments of the salary. 








EXECUTIVE COMPENSATION 





The following table lists the various contribution formulas reported by companies on the Forum. The 
figures in the last column, computed by the editors to facilitate comparisons, represent the amounts that 
would be paid annually on a base salary of $30,000; they range from a low of $135 to a high of $2,700, with 


a median of $1, 152. 








Annual 
Company Rate Amount 
A 15 percent of base sal $ 450 
B 3 " Al iA] ” Rs 125 
Cc 6 to 9" eee Te r 1, 800-2, 700 
D 4 percent of base salary over $3,000 135 
E 5 we Al Al Al A] Al de 350 
F 4 percent of base salary over $3, 600 1,056 
G 1 percent of base salary over $4, 200 258 
H 4 Al Lal " Al Al Al a 032 
I 14 percent of first $1, 200; 1} percent of next $1, 800; 
4 percent of next $2,000; 5 percent of excess 1,372 
J 2 percent of first $1, 200; 33 percent of next $2, 400; 
6 percent of excess 1,698 
K 2-2/3 percent of first $3,000; 4 percent of excess 1, 160 
Lk 2 percent of first $3,600; 5 percent of excess 1,392 
M 2.7 percent of first $4, 200; 4 percent of excess 1,145 
N 3percent “ ”" " ;6oeem* * 1,674 





Amount of Executive Retirement Benefits 





A wide variety of formulas for determining the amount of executive retirement benefits are found in 
pension plans. In order to give some idea of the many different ways in which the benefits are computed, 


these formulas are presented in the following table. 








Company Formula 
A,B 14 percent of average salary times years in plan 

C 2 percent of salary times years of service up to 30 years 

D 1} percent of average salary over final five years times years of 
service less primary social security 

E 1 percent of first $1,200; 14 percent of next $2, 400; 
2 percent of remainder; times years of service 

F 1 percent of first ($3,000 less $600) plus 1-2/3 percent of salary 
over $3,000 times years of service 

G 1 percent of first $3,000 plus 1} percent of excess times years of 
service 

H 5/6 percent of first $3,000 plus 1-2/3 percent of excess times years 


of service 
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PENSION PLANS 











Company 


Formula 





a * oo &seRee ss ™ 


Pe) 


BB 


3/4 percent of first $300 of final salary plus 14 percent of excess 
times years of service 


4 percent of $4, 200; 1 percent of excess; times years of service 

0.7 percent of $4,200; 1.2 percent of excess; times years of service 
1 percent of $4, 200; 2 percent of excess; times years of service 

14 percent of $4, 200; 2 percent of excess; times years of service 

1} percent of $4, 200; 2 percent of excess; times years of service 


25 percent of base salary over $4, 200 
25 percent of base salary over $3,000 between age 55 and 60 


40 percent of earnings for average of highest of the last years of 
employment 


50 percent of average base pay for past five years 


14 percent of total earnings between age 35 and 65 (maximum of 
$15,000 a year) 


$40 per month plus 30 percent of monthly earnings over $300 


half salary at retirement 


30 percent of total contributions (contribution rate is 5 percent of 
monthly salary in excess of $250) 


50 percent of total contributions (contribution rate is 2-2/3 percent 
of first $250 of monthly salary plus 4 percent of excess) 


basic plan: $2.25 for each year's service 


supplementary plan: 1-3/4 percent of average basic salary over 
$350 monthly times years of service 


$2.00 for each year of service, up to $60 maximum; plus 14 percent 
for each year of service, up to 45 percent, times average monthly 
compensation over $350 during last 10 years 


4 percent of first $3,600 plus 1 percent of excess for 1953, times 
years of service up to 5/1/53 less two years; plus 40 percent of total 


contributions (contribution rate is 2 percent of first $3,600, 5 percent 
of excess) 


for each year of service prior to 3/1/48: 1 percent of first $3,000 
plus 14 percent of excess 

for service after 3/1/48: 1-1/5 percent of first $4,200 plus 2-1/5 
percent of excess each year to age 65 


for each year of service prior to 7/1/55: $1 per month plus 14 percent 
of monthly salary over $300 


for each year of service after 7/1/55: $1.75 per month plus 14 percent 
of monthly salary over $350 











6 EXECUTIVE COMPENSATION 





For purposes of comparing the amount of retirement benefits offered by different companies, the 
formulas were applied with the assumption in each case that an executive had worked for 30 years at 
a yearly salary of $30,000. This assumption, of course, is unrealistic since the executive's salary 
would be appreciably lower during the earlier years of his employment. However, the benefit amounts 
thus computed will suffice for purposes of rough comparison among the plans. 


After earning $30,000 yearly for 30 years, then, the average (median) executive in larger companies 
represented on the Forum would receive annual retirement benefits amounting to $13,612; the median in 
smaller companies would be $11,670. Benefit amounts given by larger companies would range from a low 
of $6,450 to a high of $18,000, while those given by smaller firms would range from $8,400 to $17, 400. 
The following table summarizes the amount of annual retirement benefits an individual executive would 
receive under the given assumption: 





(Percent of Companies Giving 
Retirement Benefits to Executives) 








Amount of Annual Benefit Larger Companies Smaller Companies 
$6,450 - 10,000 16 percent 11 percent 
10,001 - 12,000 11 percent 44 percent 
12,001 - 14,000 26 percent 22 percent 
14,001 - 16,000 21 percent 11 percent 
16,001 - 18,000 26 percent 11 percent 





Benefits Compared with Compensation 





Retirement benefits paid by companies on the Forum, expressed as a percentage of the total annual 
compensation received by individual executives, range from a low of 5 percent to a high of 60 percent; 


the average (median) retirement benefit amounts to 40 percent of the executive's total annual compensation. 


BONUSES 


Executive bonus plans are found in 44 percent of companies (larger and smaller) participating in the 
Personnel Policies Forum. 





Levels Eligible for Bonuses . 





All executives are eligible for bonuses in roughly one half of companies that have executive bonus 
plans. In the remaining firms, the bonuses are for the most part extended only to the top two levels 
of management--officers, and plant or branch managers. In a couple of firms bonuses are given only to 
division and department heads, while in a smaller company only the president and vice-presidents receive 
bonuses, 


Selecting Recipients of Bonuses 





In most companies the individuals chosen to receive bonuses are selected by an executive committee, 
usually headed by the president or general manager and consisting of other high executives or officers. 


Determining the Amount of Bonuses 





In many companies executive bonuses are based on net profits of the business as a whole; in other 
firms, executives receive bonuses based on the profit performance of their particular department. In 
many cases the size of the bonus depends upon the executive's job level. 


Bonuses as Proportion of Total Compensation 





Panel members were asked what percentage of an executive's annual compensation is made up of 
bonuses, Their replies indicate that bonuses range from 4 to 30 percent of executive pay, with an average 
(median) of 20 percent in larger companies and between 10 and 15 percent in smaller firms, 
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The data are summarized in the table below: 





(Percent of Companies 








Bonus as Percent of Giving Executive Bonuses) 
Total Compensation Larger Companies Smaller Companies 
4- 5 21 percent -s 
6 - 10 7 percent 50 percent 
11-15 7 percent 25 percent 
16 - 20 21 percent 12 percent 
21 - 25 36 percent -- 
26 - 30 7 percent 12 percent 





STOCK OPTION PROGRAMS 


Stock option programs for executives are in effect at a third of larger companies but only a sixth of 
smaller firms on the Forum. 


Levels Eligible to Participate 





For the most part only officers and "key executives" are eligible to participate in stock option plans. 
Definitions of "key executives" advanced by Panel members include the following: having substantial 
responsibilities regarding expenditures; policy making; and plant and branch managers. In one larger 
company the stock option program is open to executives earning $7, 280 or above; in another larger firm 


it is open to those earning $15,000 or more. In one larger company, on the other hand, the program is 
available to all executives down to the first supervisory level. 


Limit to Number of Shares Offered 





Most companies that have stock option plans for executives place a limit both on the number of 
shares that can be offered to all executives and on the number that can be offered to any individual 
executive. In several larger companies the limit for the entire executive group is set at 100,000 shares, 
150,000 shares, and 200,000 shares, respectively. The number of shares purchasable by individual 
executives is set forth in several firms as 600 shares, 10,000 shares, $5,000 in stock, and twice annual 
salary, respectively. 


Price of Optioned Stock to Executives 





In roughly four fifths of companies with stock option plans, an executive can buy the company stock 
at 95 percent of the market price at the time the option is granted. In the remaining firms, the cost is 
either 85 or 90 percent of the market price. 


Number of Years Allowed for Payment 





In three quarters of companies with stock option plans, the executive is given from five to 10 years 
to pay for his stock; the most common time allowance, 10 years, is extended by 40 percent of firms with 
option plans. In the remaining one quarter of companies, the executive must pay cash for his stock at the 
time of purchase; in some of these firms, though, the executive is given five or 10 years to exercise his 


option. The exact figures representing time periods allowed for payment on stock purchases are given in 
the following table: 











Number of Years Allowed (Percentage of Companies with 
for Payment Stock Option Programs) 

None 25 percent 

5 17 percent 

8 17 percent 


10 40 percent 











8 EXECUTIVE COMPENSATION 





Extent of Participation 





Panel members in firms having stock option plans report that from 95 to 100 percent of executives 
eligible to participate in the plan actually do so. 


DEFERRED COMPENSATION 


In only a handful of firms represented in the Personnel Policies Forum do executives receive de- 
ferred compensation not related to a profit-sharing plan. Such deferred compensation is a percentage of 
salary and takes the form of cash rather than company stock. 


PROFIT SHARING 


Profit-sharing plans for executives are in effect at 38 percent of larger companies and 56 percent of 
smaller ones. Under a number of plans that are tied in with pension plans, profit-sharing amounts are 
deferred until retirement. A few other plans are combined with thrift or savings plans. In one company 
profit sharing is part of a combined savings and retirement plan, (In some companies, profit sharing is 
accomplished through the executive bonus plans referred to earlier; the exact extent to which these two 
overlap is not made clear in the completed questionnaires. ) 


In many of the profit-sharing plans reported by Panel members, the company contributes a percentage 
of net profits not to exceed 15 percent of the total annual compensation of the executives participating in the 
plan. (This limitation stems from the requirements of the Internal Revenue Service.) 


In one combined savings and profit sharing plan reported, the executive contributes anywhere from 
1 to 4 percent of his base salary, and the company adds an amount equal to one half of the executive's 
contribution, In the profit-sharing plan that combines both savings and retirement features, the executive 
contributes 2 percent of his earnings and the company adds an amount up to 5 percent of his earnings. 
GROUP LIFE INSURANCE 


Group insurance plans covering executives are found in 91 percent of larger companies and 94 percent 
of smaller firms on the Forum, 


Amount of Group Life Insurance 





Panel members were asked to report the amount of group life insurance coverage extended to execu- 
tives. Some of this information was reported as a range, the rest solely as a maximum. For this reason 
the data have been summarized in the table below in terms of the maximum amount of group life insurance 
provided by different firms. Actually, the maximum amount of group life insurance provided to executives 
is $20,000 on the average (median) in larger companies and $12,500 in smaller firms. 





(Percent of Companies Reporting Maximum 
Dollar Amounts of Group Life Insurance) 











Amount of Insurance Larger Companies Smaller Companies 
$ 2,000 - 5,000 5 percent 36 percent 
5,001 - 10,000 9 percent 14 percent 
10,001 - 15,000 14 percent 7 percent 
15,001 - 20,000 27 percent 14 percent 
20,001 - 25,000 -- 7 percent 
25,001 - 35,000 9 percent -- 
35,001 - 45,000 9 percent 14 percent 
45,001 - 55,000 18 percent -- 
100, 000 S percent 7 percent 


125,000 5 percent -- 
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GROUP LIFE INSURANCE 9 





A number of other companies reported the amount of life insurance they provide in terms of 
multiples of annual earnings rather than in dollar amounts. The insurance provided by these firms 
ranges from one half to two and one-half times annual earnings; the amount provided most commonly 
is twice an executive's annual salary. 


SPECIAL PRIVILEGES FOR EXECUTIVES 
Company Cars 





In 47 percent of larger companies and 33 percent of smaller firms, at least some executives are 
supplied with company-owned cars. 


Executives thus supplied are most commonly one or more of the following: president, vice presi- 


dents, other officers, sales manager, plant or general manager, and any executive whose work requires 
extensive travel, 


Social Club Memberships 





Social club memberships are purchased for some executives by 47 percent of larger firms and 39 
percent of smaller ones on the Forum, 


Such memberships are bought most frequently for the president, vice president, or other officers, 
and next most frequently for the sales director or general manager. A few firms buy social club mem- 
berships for the industrial relations director or personnel relations specialist. 


Expense Accounts 





Panel members report that at least some executives are furnished expense accounts in 72 percent of 
larger and 78 percent of smaller companies. 


In most of these firms, the expense accounts are made available to all executives. In the remaining 
companies the expense accounts as a rule are furnished to officers and top line and sales executives. 


Other Privileges 





Other privileges extended to the executive group include the following: annual physical exams at 
company expense; extra vacation time; major medical insurance; liberal travel accident coverage; ex- 
tended sick leave; right to attend conventions and conferences at company expense; and free use of the 
company plane and company resort facilities during vacation. 


EFFECTIVE: WAYS OF OFFSETTING THE "TAX BITE" 


To round out the survey, Forum members were asked what they believe are the most effective ways 
of offsetting the "tax bite" on executive compensation. Methods cited most frequently include the following: 
deferred compensation (named by 20 percent of the Forum); group life insurance (named by 18 percent); 
retirement plans (16 percent); stock option plans (16 percent); social club memberships (10 percent); and 
company cars (10 percent). 


Other ways to cut down the tax factor suggested by at least one personnel-industrial relations execu- 
tive include company-owned houses, expense accounts, and stock bonus plans. 


Representative statements by Forum members on effective ways of handling the problem follow: 


After salary exceeds $15,000, put less in further salary increases and create a special 
retirement fund usable after retirement. --Personnel director, larger eastern company. 
x * ~ 
Eliminate bonus payments and institute a profit sharing plan with payments made into a 
pension fund in which executives have a vested interest. --Industrial relations director, smaller 


eastern company. 
x * x 





EXECUTIVE COMPENSATION 





We feel that a good base salary structure--with primary emphasis on internal salary 
relationships --coupled with adequate life insurance, retirement and related programs, is 
the best bet for the great majority of our executives. Only for the small number of em- 
ployees in truly confiscating tax brackets will company cars, stock options, etc.,, mean 
more than salary dollars. --Personnel Manager, larger midwestern company. 


PREVIOUS PERSONNEL POLICIES FORUM SURVEYS 





Manpower Planning for the Emergency, March, 1951 

Status of First-Line Supervisors (Compensation, Authority, and Benefits 
for Foremen), April, 1951 

Is Management Listening? May, 1951 

Plant Labor-Management Committees, June, 1951 

Recruiting College Graduates, July, 1951 

Employees' Financial Problems, August, 1951 

Christmas and Year-End Personnel Problems, October, 1951 

Foreman Training, January, 1952 

The Personnel Executive (His Title, Functions, Staff, Salary and Status), 
February, 1952 

White-Collar Office Workers (Their Working Conditions, Benefits and 
Status), April, 1952 

Executive Development, May, 1952 

Building Employee Morale, July, 1952 

Choosing Better Foremen, August, 1952 

Supervisory Merit-Rating, September, 1952 

Communications to Employees, November, 1952 

Fringe Benefits for Supervisors, January, 1953 

The Personnel-Industrial Relations Function, March, 1953 

Community Relations, August, 1953 

Personnel Testing, September, 1953 

The Older Worker, October, 1953 

Administration of Pension Plans, November, 1953 

Earnings of First-Line Supervisors, January, 1954 

Evaluating a Personnel-Industrial Relations Program, February, 1954 

Employment Stabilization, April, 1954 

Administration of Health and Welfare Plans, July, 1954 

Control of Absenteeism, September, 1954 

Computing Absenteeism Rates, October, 1954 

Wage-Salary Administration, November 1954 

Company Safety Programs, February, 1955 

Unemployment Compensation Problems, May, 1955 

Supervisory Development: Part 1, July, 1955 

Supervisory Development: Part 2, September, 1955 

Automation, November, 1955 

Nonsupervisory Office Employees, December, 1955 

Downward Communications, February, 1956 

.Military Leave Policies, May, 1956 

The Executive, July, 1956 

Medical Services for Employees, August, 1956 

Professional Employees, October, 1956 

Job Evaluation, December, 1956 

Merit Rating of Rank-and-File Employees, February, 1957 

Disciplinary Practices and Policies, July, 1957 

Employee Job Satisfaction, September, 1957 

Company Aid to Education, November, 1957 


* Out of print. 
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